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Incentives for Workers and Executives and Their 
Use in the Training of New Personnel* 


By Carte M. Bicetow, President 
Bigelow, Kent, Willard & Co., Inc. 


7 > first approach to any discussion of incentives is a consideration of 

when incentives should be used. The old-time industrial engineer is firmly 
convinced of the fact that everything and anything should always be rewarded 
on an incentive basis. As our knowledge of industry and the human person- 
alities which make up industry progresses, this possibly requires a bit of re- 
vision in attitude. A generation or two ago, when it was a quite general con- 
dition that there were more workers available than there was work to be done, 
the vast majority of individuals could be relied upon to do their best with the 
task assigned for a nominal wage, without incentive, and, as tasks in those 
days of much simpler manufacturing procedures were comparatively simple, 
the individual would usually, of his own volition, accomplish his task intelli- 
gently. There are still instances, particularly in small communities, where 
the pull of incentives for the purpose of effort are hardly required. The most 
influencing factor, however, is that with the present trend of increasing com- 
petition and ever-increasing complication of manufacture, tasks to serve as a 
basis for incentives are often valuable, not because they supply the basis for 
incentives, but because they furnish a very definite precise instruction as to 
the proper method for performing the task. This instructional value of in- 
centives is very often overlooked and to my mind is fully as important, if not 
more so, than the incentive reward for increased effort. The consideration, 





*Delivered before the A. M. A. Production Executives’ Conference, held in Buffalo, June 6, 1928. 
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therefore, as to whether a manual task or executive position should be placed 
upon an incentive basis consists of a twofold consideration: 


1. Is a definite instructional procedure necessary for the proper 
accomplishment of this task or position? 


2. Is it essential that an incentive be paid in order to obtain the 
best effort of the individual ? 


Financial and Non-Financial Incentives 


A new cult in incentive thought is rapidly gaining a hearing throughout 
American industry which advances the theory that, given the proper instruc- 
tions for a task, the reward should be non-financial, that the proper concep- 
tion of the individual that he is carrying out his duties in a satisfactory man- 
ner—satisfaction of successful accomplishment—is sufficient reward. If we 
examine these theories to their ultimate consideration we shall usually find 
that there really is a financial reward because such application is usually 
recommended for salaried officials or stockholders who receive their income 
to a large extent in terms of the profitable results of the business, this profit- 
ableness being increased by their successful functioning. To my mind, a very 
large part of this theory is fundamentally incorrect thinking. Where it is 
deemed necessary to satisfy one of the two above-mentioned necessities for 
incentives, I believe that the reward should always be directly financial, in 
terms, so far as possible, of individual accomplishment. 


Basis for Establishing Incentives 


It is generally admitted that to establish an incentive we must have a 
clear determination of the task to be accomplished with the proper instruction 
as to how it is to be accomplished and a definite measure of effective result. 

It is unnecessary for me to discuss the value of time and motion study 
in setting up tasks for manual workers. This is a subject that will apparently 
always receive a great deal of attention from those who are still groping in the 
lower strata of management thought. Almost every year a new apostle brings 
forth his doctrine out of the wilderness of a new God-given method for de- 
termining labor standards. I have been greatly amused at watching the blithe 
acceptance by many manufacturers of two theories which have been ex- 
pounded during recent years: that the measurement of labor was a definite, 
precise method and that the worker at the Equator or in Patagonia, given the 
same task, could be expected to produce the same number of units of work. 
A few hours of application to Ellsworth Huntington’s very tangible analysis 
of the effect of climate upon rate of work explodes these theories with a loud 
“pop.” Fundamentally, a task must be set in consideration of the local con- 
ditions and influences and even in our fine New England climate we find that 











¢ 
5 

s 
Ee 





aced 


oper 


the 


10ut 
ruc- 
cep- 
1an- 

we 
find 
ally 
ome 
ofit- 
ery 
t is 
for 
, in 


ea 
tion 


udy 
ntly 
the 
ngs 


ithe 
ex- 
lite, 
the 
rk. 
ysis 
oud 
on- 
hat 











RRS Se, 


INCENTIVES FOR WORKERS AND EXECUTIVES 293 


a task during the early part of December is somewhat different than that for 
the month of July. 

Fifteen years of experience in the setting of tasks for many hundred 
thousand workers leads me to believe that the most valuable asset in the proper 
setting of a manual task is experience and an openness of mind to conceive the 
possibility of every influencing condition. Unquestionably, the fund of one’s 
information as to the standards in the particular industry considered are in- 
valuable, but openness of mind and not preconceived standards are essential. 
I know that this is treason to many, but like the famous Patrick I must say, 
“Make the most of it.” 

In addition to actual scientific study of an operation, it is most valuable 
to make a thorough examination of past performance, with as much correla- 
tion of varying past conditions and influences as possible. Finally, taking the 
scientific study of the task, knowledge of past performance and conditions, 
knowledge of results attained under similar conditions, the setting of the task 
is a matter of judgment, satisfactorily handled only if the task setter has the 
proper “time sense’’ and the result will be found far more effectual than the 
rigid application of a theory applied by an individual of little experience. 


Individual Rates and Incentives 


The most common application of incentives to manual records is, of 
course, the individual rate. Some years ago, the writer and Mr. C. E. 
Knoeppel of his organization devoted several weeks’ study to their com- 
bined experiences as to the method of incentive reward which had ac- 
complished the most satisfactory results. Our research covered almost 
two thousand cases of incentive application, and we finally agreed on the 
form of bonus application illustrated in Figure 1. The fundamentals of 
this curve are as follows: It is our belief that a worker up to and in- 
cluding 70 per cent accomplishment of a possible reasonable maximum 
task should be considered as an apprentice and rewarded in terms of his 
attainment of skill. The attainment of skill of a worker is illustrated by 
the dotted curve labeled “Effort Line.” It will be noted that our aver- 
age experience showed that a worker attains skill at a slightly diminish- 
ing rate of acceleration until he reaches the point of about 60 per cent of 
the minimum requirement of 70 per cent accomplishment of the task. At 
this point there is usually encountered a plateau where proficiency in- 
creases very slowly, if at all, and finally a rapid rise to 70 per cent effi- 
ciency in the latter part of the training period. Later on, I will discuss 
the incentive for handling workers during this training period. Attain- 
ing 70 per cent efficiency, we have found it very advisable to make an 
appreciable bonus payment. Psychologically, this has the effect of gain- 
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ing the confidence and enthusiasm of the worker for further effort, inas- 
much as he has only attained a reasonable proficiency in his work, but 
receives a very appreciable reward. We believe that at least a 5 per cent 
incentive should be given for reaching 70 per cent proficiency. 

Next, the worker is paid on an increasing parabola until he attains 
the relative perfection of 100 per cent. Attaining this point, we have 
found that very material benefits arise by introducing another very ap- 
preciable amount of compensation and after this point to pay at a rela- 
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Fic. 1. Form or Bonus APPLICATION DEVELOPED FROM A STUDY OF THE Most Satis- 
FACTORY RESULTS. 


tively flat rate of increase. I recognize the fact that there are many 
other curves radically different from this one. I can simply say that 
Mr. Knoeppel and the writer have found that this rate of reward has 
given the best results in our experience and there is a fundamental reason 
responsible for each contour of the curve. 


Group Rates 


The first approach to the reward of industrial workers is usually by the 
application of individual rates. With a solid experience of the application of 
properly used individual rates established, there is an additional step which 
can be taken which usually results in not only increasing efficiency, but in 
greatly eliminating clerical detail and expense. This is the use of group rates. 
I want to state right here that I believe that any attempt to establish group 
rates without a proper background of the application of individual rates or 
very carefully compiled past performance records will not give the maximum 
possible results from this form of application. I do know, however, that 
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given such a proper background, the group rate brings about a co-ordinated 
effort on the part of the labor personnel which individual rates can never give. 


For instance, one of the largest manufacturers in the country of a com- 
monly used item of household equipment made a saving of about 30 per cent 
in their direct labor, through the use of individual rates over the day rate 
method of payment. After using this method for three years, group rates 
were introduced which resulted in a further economy of 12 per cent in labor, 
as well as introducing a control over material utilization to be discussed later, 
that saved many thousands of dollars a year. 

Let me again repeat the warning that group rates should be used, in my 
opinion, only when the proper background of past performance is available, 
preferably the results of individual rates. As a first application of incentives 
to a plant, they are seldom advisable. 


Control of Material Utilization 


Eleven years ago the writer was confronted with a very difficult problem 
in controlling the material wastage of knitted fabric and the control of the 
labor involved in converting such fabric into the proper cuttings for the fabri- 
cation of garments. The application of incentive for either of these features 
reacted disastrously against the other. Finally, a method was developed 
where the workers were paid on a differential basis for reducing material 
wastage and increasing production effort. It was discovered that while the 
material involved was some sixteen times as valuable as the labor involved, 
the differential incentive must be limited to about two and one-half times the 
reward for material conservation as for productive effort. With the use of 
this ratio practically maximum efficiency was obtained for both phases. As a 
result of the discovery of this principle, practically every material-utilizing in- 
dustry has been studied and hundreds of applications of this differential pay- 
ment method for both material and labor control have been made, with almost 
universal success. Illustrating these results the application of this principle 
to the cutting of hardwood lumber alone has shown the following results, in 
ten cases selected at random. 





% Material % Production 
Client Saved Increased 

A 23.0 35.0 

B 24.0 53.8 

.& 14.0 90.5 

D 3.0 11.8 

E 11.0 35.0 

F 10.0 100.0 
G 14.0 801.0 

H 7.0 354.0 

I 10.0 28.0 

J 8.0 97.0 
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Executive Incentives 


The setting up of executive incentives begins, first, with the proper 
setting up of the organization functions. With these clearly defined, the 
general nature of an executive’s task is usually clearly recognized and 
can be quite clearly defined. As to the measurement of results, however, 
these results can seldom be determined solely in terms of the function of the 
particular task over which each has supervision. Fundamentally, executive re- 
sults must be measured in terms of the effect of their function upon the en- 
tire operation of a business. Furthermore, the effect upon their individual 
functions of fluctuation of volume of sales and production must be properly 
interpolated. To arrive, therefore, at a proper measurement of an executive's 
task, it is practically essential to first make an economic study of the opera- 
tions of the business, setting forth clearly the effect of varying volumes of 
production and sales. Figure 2 illustrates one analysis in the various steps 
necessary to determine these variable relations. With such standards of oper- 
ation determined, it is possible to definitely determine par on standard for 
the function over which an executive has control in terms of the possible 
fluctuations. 


It is then necessary to determine the exact results over which he has in- 
dividual control and that proportion of his reward he is to receive for control 
of his individual functions and that proportion of the incentive which he is 
to be allowed for the results of the operations as a whole. I believe it is im- 
perative in the application of incentives to executives to thus divide the pos- 
sible reward into a part for the results over which they have complete control 
and the balance over the results of the operations as a whole, the latter to 
guarantee their proper cooperative effort with other executives towards attain- 
ing the final measure of the success of an enterprise—PROFITS. 


Incentives for Apprentices 


The effort progress of the average apprentice or new worker was dis- 
cussed above. This same line is shown again as the dotted curve at the left 
on Figure 3. Probably the most common method of payment for new workers 
is the so-called “diminishing subsidy.” A new worker is given a piece rate 
and told during the first week of his training period he will be paid $6.00 
extra, the next week $5.00, the next week $3.00, etc., believing that he should 
constantly approach the point where he can earn a full quota of piece work. 
This ignores the fundamental of variation of increase of skill or effort re- 
quired, as shown by the “effort” line. The same principle can be modified by 
offering a standard increase in pay from an initial living wage, up to the basis 
of pay for 70 per cent efficiency, but making the payment of this contingent 
not upon a straight line of increase of effort, but an increase comparable with 
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Fic. 2. One ANALysis Usep IN DETERMINING THE EFFECT OF VARYING VOLUMES OF 
PRODUCTION AND SALES. 


the standard of normal attainment of proficiency. Varying periods for train- 
ing can be established for varying operations and the per cent of increase of 
pay varied in terms of these training periods. Figure 3 illustrates such stand- 
ards for the training of underwear operators for training periods of four, 
six, eight, ten and twelve weeks and initial hiring rates of 25, 30, 32 and 33 
cents an hour. The form at the left is one used for recording their progress 
and as a paid record. 


Payment of New Executives 


Usually a new executive is retained on a salary basis until he has attained 
a reasonable proficiency in his duties, when he is given the opportunity to 
earn the standard executive incentive. If however, it is desired to assist their 
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early efforts by the use of an incentive, it has been found very feasible to 
start them as an understudy of another executive performing the same func- 
tion for a reasonable period of time and allowing them the same percentage 
of incentive as the trained executive they are understudying, but based, of 
course, upon a smaller salary. This has a dual effect of not only making 
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them strive to assist the trained executive in his duties as efficiently as pos- 
sible, but also exerts a powerful incentive on the trained executive to protect 
his incentive by insisting on a high proficiency on the part of his understudy. 
The general application, however, of executive incentives to untrained execu- 
tives is somewhat doubtful and I would not recommend it as a generally sound 
procedure. 
In concluding, I am going to again lay myself open to a charge of heresy 
on the part of many of my fellow consultants. A great musician cannot 
define the laws or rules by which he produces his masterly music. It is the 
compound result of ability, appreciation for detail, and years of effort and 
experience. So, in the application of incentives, the best results seem to be 
attained not by the application of any one theory or set of theories, but by 
the practical, intelligent, experienced application by an individual peculiarly 
fitted for such effort. Unquestionably, science plays a large part, but the 
application is an art. | 


tii 








Publications of the League of Nations 


Available from The World Peace Foundation (Agent), 40 Mount Ver- 
non Street, Boston, Mass. 





Memorandum on Production and Trade Mechanical Engineering. Vol. I. In- 
—1913 and 1923-1926. League of Na- ternational Economic Conference, Gen- 
tions, Geneva, 1928. 73 pages. 50¢. eva, May, 1927. 193 pages. $1.50. 


Memorandum on Production and Trade. Mechanical Engineering. Vol. II. In- 
League of Nations, Geneva, 1926. 47 ternational Economic Conference, Gen- 
pages. 40¢. eva, May, 1927. 92 pages. 75¢. 


Memorandum on Cotton. International Economic Barometers. International 
Economic Conference, Geneva, May, 1927. Labour Office, Geneva, 1924. 56 pages. 
78 pages. 75¢. 30¢. 















2 Sater tes nee eee Ra Ge te 




















THE MANAGEMENT INDEX 
Abstracts and News Items 














GENERAL MANAGEMENT 


Modern Industrial Administration 


Misapplied and misdirected energy com- 
prises the most serious form of industrial 
waste today. Management is held responsi- 
ble for at least 65 per cent of the total 
waste in industry, labor for about 25 per 
cent, and the wasteful habits of the general 
community account for the remaining 10 
per cent. Thus, apart from the labor fac- 
tor, the management of industry can elim- 
inate 65 per cent of preventable waste, 
divisible in order of importance, as fol- 
lows: (1) Imperfect design of product, 
(2) Inadequate production control, (3) In- 
effective co-ordination of the sales and 
production sections, (4). Inaccurate costs 
and statistics, (5) Improper working con- 
ditions, (6) Incompetent personnel. 

Waste can be eliminated by reducing the 
multiplicity of designs. By standardization 
and dispensing with types and sizes of prod- 
uct for which there is no real need, longer 
runs and fewer machine settings result with 
a big increase in the capacity of the factory 
and efficiency of production. 

Production may be controlled by corre- 
lating the work of the different depart- 
ments on the basis of how long work ought 
to take and what is the minimum time 
necessary for producing the finished prod- 
uct from the raw material. 

One of the most pressing needs for co- 
ordination is in the relating of the sales 
department to the factory, for it frequently 
happens that the salesmen in effect actu- 
ally control production. 

Wastes from inaccurate costing and sta- 
tistics are very serious, also. Unless the 


management has a proper appreciation of 
the detail costs of manufacture and also of 
selling there can be no intelligent control, 
Nor can wastes be thoroughly measured 
without an adequate use of statistics. 

The conditions under which the work is 
done have a marked effect on the output. 
Adequate lighting and correct heating and 
ventilation, convenience in getting about, 
and facilities for handling material are the 
primary considerations in a well designed 
factory. In particular, a proper use of 
mechanical means for moving material from 
and into workshops saves time and men. 
For the same reason the allotment of jobs 
should be carried out in a judicious man- 
ner. This involves the whole question of 
selection and vocational training. 

It must be remembered that tabulation 
and careful records, although they demon- 
strate where there is waste, do not in them- 
selves eliminate that waste. The fullest 
advantages of modern administration are 
obtained when the knowledge the records 
give us is used to prevent the wastes which 
they indicate. The Secretary, August, 
1928, p. 491:2. 


Mind Your Own Business 


There would be a great revolution in 
business if every executive would sacrifice 
just one conference of his many each week 
to a conference with himself, not watching 
the other fellow, but minding his own busi- 
ness. Neither must the business man feel 
that his success depends alone upon big 
ideas, far-seeing plans, or the new co- 
operation. He must work out his own 
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salvation. ‘The answer to the new com- 
petition may be the new co-operation, 
mergers or trade associations. But a busi- 
ness can make itself more efficient without 
a merger. If every business man stopped 
listening to his salesmen and set his price to 
make a profit, at the same time producing 
as efficiently and economically as possible, 
there would be no fear of price-fixing 
groups. By O. H. Cheney. Nation’s Busi- 
ness, August, 1928, p. 18:4. 


When Is a Business Worth While? 


If one will only stop to consider why 
one is in business there are no problems 
of selling and of competition, as the only 
reason for being in business is to perform 
a service. That service has to be definite 
and must be backed up by performance. 
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This is the only way one can stay in busi- 
ness. Manufacturing which is service 
directs itself to two fields: (1) Replace- 
ments through wear and tear or through 
the consumer having moved to a new buy- 
ing level, (2) New consumers who have 
just come into the buying level. This says 
nothing about competition because time 
given to the study of competition is time 
lost from one’s own business. We only 
get a saturation of goods when the goods 
are wrong. The point at which to change 
commodity production is when one finds 
that he can give more for the money. It 
is a moral change, as a certain morality is 
inherent in everything. By Henry Ford in 
collaboration with Samuel Crowther. The 
Magazine of Business, August, 1928, p. 
133 :4. 


FINANCIAL MANAGEMENT 


Depreciation—An Operating Expense or 
an Appropriation of Earnings? 

In the gas and electric field, a number 
of companies have deviated from orthodox 
accounting procedure in the development 
of the “flexible” retirement reserve. By 


this method the depreciation or retirement 
charge is shown as an appropriation of 
earnings rather than as an operating ex- 
pense. Thus the earning statements of such 
companies will include no allowance for 
depreciation in operating expense, but de- 
preciation will come under “balance avail- 
able for reserves, retirements, and divi- 
dends,” after all other charges have been 
met. The annual depreciation or retire- 
ment charge is thus apparently an appro- 
priation of profits, and is frankly variable 
with net earnings. 

Such a procedure enables utility com- 
panies employing it to maintain a constant 
dividend rate on common stock through 
periods of temporary depression and has 
the advantage of thereby improving the 
companies’ credit. The danger from the 
bondholders’ standpoint is that public util- 


ity managers operating under this system 
will be likely to consider every depression 
temporary, until it has proved otherwise, 
and to continue as long as possible to pay 
dividends at the expense of the protection 
of the bondholders’ investment. Such a 
policy might easily force a receivership and 
reorganization which might otherwise be 
avoided, and therefore result in losses to 
the utility’s bondholders and discomfort to 
its customers. By Eugene L. Grant. The 
Journal of Land & Public Utility Eco- 
nomics, August, 1928, p. 251:6. 


Suggests Supreme Accounting Body to 
Establish Standards 

A letter from P. R. Calder, the chief 
accountant of one of the country’s fore- 
most corporations, suggests a national asso- 
ciation of accountants—a sort of supreme 
court. He thinks that an organization of 
state societies would be better than an 
organization of individual members. Such 
an organization, by establishing proper 
standards, would save millions to the pub- 
lic, and could probably be financed through 
its publications, advice, and other services. 














302 


The certificate of the registered ac- 
countant, endorsed by such a national or- 
ganization, would be a notice to the pub- 
lic of compliance with accepted practices, 
and establish a mutual confidence so vital 
to both the public and the company. 


Could a company afford to be without 
such a national endorsement, and could not 
in this way the unscrupulous company be 
curbed to a greater extent than at present? 
The American Accountant, April, 1928, p. 
44:2. 


Stabilizing the Small-Loan Business 

The business of small loans is not only 
the oldest form of financial transaction, but 
is one which involves in the aggregate very 
large sums of money. Nevertheless, its 
organization under established standards is 
a comparatively recent development. Largely 
through the efforts of the Russell Sage 
Foundation and its model law, the business 
of lending small amounts for short periods 
has been taken away from “loan sharks” 
in twenty-four states and is being per- 
formed by legitimate small-loan dealers 
under strict state supervision and control. 
Small loans are described by law in these 
states as loans of $300 or less and are 
usually known as consumer or “remedial” 
loans. The extent of these loans and their 
intimate effect upon the welfare of the 
citizen make it particularly praiseworthy 
that at least half of the states have suc- 
ceeded in bringing the business under effec- 
tive control. Dominick & Dominick, 
August 11, 1928, p. 3:2. 


Experiences with Budgets to Aid 
Management 

The greatest aid to management which 
can be obtained from budgetary control is 
the method of correlating the activities of 
one department of the business to those of 
all the others. The various activities of 
a business, such as sales, finance, admin- 
istration, production, purchasing, etc., con- 
stitute a chain, each department being a 
connecting link and, as has so often been 
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pointed out the weakest link in the chain 
constitutes the strength of the chain or in 
this instance the strength of the business, 
It is in the attempt to weld the several 
links together into a strong serviceable 
chain of coOrdinated operations that meth- 
ods of budgetary control have been estab- 
lished to meet the requirements of modern 
industry. 

Numerous experiences with budgets are 
related that bring out the importance of 
correlating the activities of one depart- 
ment of the business with those of all the 
other departments and to outside influences, 
as well. This is particularly important to 
the success of the business which operates 
on a large scale. By Lester F. Blake, 
N. A. C. A. Bulletin, July 1, 1928, p. 
1247 :15. 


Fourteen Points by Which to Check 
Your Cost Department 


Cost keeping is a vital function in every 
modern manufacturing organization. How 


effectively is the function being performed 
in your plant? This article gives you 
fourteen points by which you may check 
your cost department. The Industrial Ex- 
ecutive, July, 1928, p. 19:1. 


No Par Shares in Corporation 
Financing 
The issue of shares without par value 
is a comparative novelty in the financing 


of American corporations. The first law 
permitting corporations to issue such stock 
was enacted in New York in 1912, and since 
then provision has been made for such 
stock issues in a total of 38 states. For a 
number of years those who speak with 
some authority upon matters of corporate 
organization have been urging the ad- 
vantages of stock issued without stated 
par value, and the record of statutory en- 
actments is proof that their arguments 
have carried conviction in the law making 
bodies. This article attempts to show that 


they have also been successful in persuad- 
ing the business world of the merits of 
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this feature in the capital structure of cor- 
porations. 

Although the device of no-par stock was 
first authorized in 1912, by 1925 nearly 
five per cent of all the corporations in the 
United States had adopted such stock as a 
part of their capital structure, and the 
stock of these corporations had reached in 
value one-eighth of all the capital stock 
then recorded. This form of financing is 
favored by the larger companies, and in 
fact the average fair value of capital stock 
for corporations with no-par common stock 
is nearly three times as great as the aver- 
age fair value of capital stock of cor- 
porations whose stock has a par value. 

To some extent, though not in equal 
degree, corporations which have issued 
common stock without par value operate 
in practically all the states. New York is 
credited with 37.5 per cent of the fair 
value of capital stock of corporations 
having no-par value common stock, while 
with only 27.5 per cent of that of all cor- 
porations. 


OFFICE MANAGEMENT 


Organization: 


In Touch with 4,500 Workers 


In order that each employee may receive 
as much personal attention as is possible, 
the Bank of Italy has decentralized its per- 
sonnel structure to conform to geographi- 
cal conditions, and to constitute personnel 
committees that act in close co-operation 
with the general personnel director. The 
personnel manager keeps in constant touch 
with the various branch managers, and also 
with the district supervisors. The entire 
state of California has been segregated 
into districts, and each district supervisor 
regularly visits the branches and submits 
reports to the personnel division. The wel- 
fare and efficiency of each of the 4,500 em- 
ployees is investigated at least once a year. 
An encouraging part of the work of the 
personnel department is the low labor turn- 
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A series of statistics is presented in 
tabular form which gives conclusive evi- 
dence that no-par value stock is making 
rapid headway, and business, at least large 
business, has shown itself ready to discard 
what has been designated as the “fiction 
of par value.” The Conference Board Bul- 
letin, July 15, 1928, p. 149:5. 


Economic Considerations Affecting 
Commercial Budgets 

The author sets forth numerous economic 
considerations that enforce his main thesis 
which is, that while the budget is an im- 
portant tool of management, its special 
utility can be over-stressed. More im- 
portant, in his opinion, is the consideration 
of the period, be it a year or more or 
less, during which we may produce a given 
quantity of goods or services at a profit. 
By John T. Madden, Dean, School of 
Commerce, Accounts and Finance, New 
York University. N. A. C. A. Bulletin, 
July 15, 1928, Section 1, p. 1289 :12. 


Job Analysis, Employment, Pay, Tests 


over. In 1926 it was as low as two per 
cent a month. By J. K. Novins. The Bur- 
roughs Clearing House, August, 1928, p. 
10:2. 


A Method of Evaluating Clerical Jobs 
and Employees 


This article describes the job classifica- 
tion, rating and employee ratings of the 
Davison-Paxon Co., Atlanta, Ga. 

The plan is designed to serve as a basis 


of more intelligent placement of office 
workers. The plan is developed by the 


author from methods used at the Dennison 
Manufacturing Company at Framingham, 
Mass. 

The article presents several forms in- 
cluding a questionnaire issued to clerical 
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employees, a clerical job rating sheet, cleri- 
cal job rating summary and the comparison 
of clerical job and employee ratings. 

In the plan there are only four classes. 
The two highest receive $40 and upward 
and from $25 to $39, also receiving vaca- 
tions with pay and compensation for ill- 
ness. This is the new and distinctive feature 
of the Dennison plan. Office employees 
paid by the hour and employees on a meas- 
ured production basis do not receive vaca- 
tions with pay nor compensation for ill- 
ness. By C. R. Nyman. Bulletin of the 
Taylor Society, August, 1928, p. 170:3-34. 


Saving on Salary Overhead—and 
Throwing It Away in Turnover 
Costs 

There is an especial danger in the ad- 
ministration of the office salaries budget in 
trying to keep the budget allowance down 
to too low a figure. “Cheap help” is gener- 
ally expensive help in that it turns over 
more frequently than better paid help. Any 
quantity of cheap help on a payroll in- 
variably keeps turnover high, and turn- 
over costs heavy. Furthermore, if an or- 
ganization continues to hire such help in 
large numbers, it soon builds up for itself 
a reputation that tends to drive away the 
more ambitious and competent workers. 
Adequately paid quality rather than salary- 
pinched quantity in the office force is the 
least expensive and most satisfactory policy 
that can be followed in administering the 
office salaries budget. Current Conditions, 
July, 1928, p. 1:2. 


The Transfer and Promotion of Your 
Employees 

Following are some of the reasons in 
favor of transfer and promotion within a 
company: (1) It satisfies the natural am- 
bition of the individual. (2) It saves time 
in training. (3) It is a more satisfactory 
evidence of progress than salary adjust- 
ment. (4) It capitalizes experience. (5) 
It prevents stagnation. (6) It develops 
material for junior executives. (7) It can 
be used as a means to break up cliques. 


THE MANAGEMENT REVIEW 





The problem of the transfer and promo- 
tion of employees is one that requires tact 
and great care. Job analysis, a knowledge 
of the personnel and their qualifications, and 
fair play are necessary accompaniments of 
a well defined and well accepted company 
policy. By W. R. Fletcher. The American 
Stationer and Office Manager, August, 
1928, p. 11:3. 


Selecting and Training Managers for 
Business 


All organized effort requires the help of 
two groups of people, those who command 
and those who obey. There are a great 
number who only obey, a lesser number 
who both obey and command, but there is 


no one who commands who does not also, 
at some time or another, obey. The inten- 
tion of the manager is to direct the per- 
formance of some piece of work which 
he, in in his turn, has been ordered to per- 
form, and his duty is to see that the original 
command which came to him is obeyed 
in a satisfactory manner by those under 
him. It, therefore, would seem that the 
selection of a manager would be governed 
almost completely by the manager’s ability 
to obey. Oddly enough, it is not always 
the man who is a brilliant personal per- 
former, who makes the best manager. 
Brilliant as he may be, he will be a failure 
as a manager unless he has the faculty of 
commanding and finding the best qualities 
in those under him. 

The basis of right selection lies in care- 
ful, orderly and accurate observation of 
those who obey, to discover by some process 
of elimination, those who are the most 
efficient in their obedience. The possession 
of a university training should be looked 
upon as an asset in one who is under 
consideration as a future manager in that 
it trains his intellect rather than supplies 
him with any store of knowledge. A mind 
properly trained to observe accurately and 
to make judicial comparisons, will be much 
quicker, more reliable and more logical 
than a mind that has not been so prepared. 
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After the initial selection, the process 
of elimination goes on continuously. At the 
end of a given period of time, one or two 
men will be found in high managerial posi- 
tions and the remainder will have achieved 
varying positions of responsibility, each ac- 
cording to his capacity. It is worth while 
to examine closely the causes which attend 
the want of progress in a man up the man- 
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agerial ladder, and to see whether he could 
not better undertake duties in another direc- 
tion which would allow personal progress. 
This necessarily calls for careful and 
methodical observation, to be followed by 
definite action based on the conclusions 
drawn from such observation. By Sir 
Gilbert C. Vyle. Business, August, 1928, 
p. 69:3. 


Administration: Regulations, Supplics, Communications 


Controlling Stationery and Office 
Supplies 

One company made a study of the sta- 
tionery and office supply situation with the 
following purposes: To clean out as many 
obsolete forms as possible with a view 
to conserving space in the Stores Depart- 
ment; to consolidate as far as possible a 
number of existing forms that differed 
only in minor details and to standardize 
wherever possible as to size, grade of 
paper, etc.; to establish some method of 
controlling the issuance and use of office 
supplies. 

The storekeeper took out a sample copy 
of every form in his stock, and arranged 
the forms in folders according to depart- 
ments. Each department head was given 
the folder of his department with instruc- 
tions to decide what forms were obsolete. 
The storekeeper then prepared requisitions 
drawing out of stock all forms that were 
finally agreed upon as being obsolete. 
These were sent to the department heads 
for their signature and subsequently passed 
to the Accounting Department which 
charged off the obsolete forms directly to 
the department which had originally 
ordered them. These forms were then 
either baled and sold for their waste or 
scrap value, or in cases where the back 
of the form was blank and could be cut 
up and used for scratch paper, this was 
done. The removal of these obsolete forms 
eliminated overcrowding in the storeroom. 

The next step was standardization of 
forms. It was found that there existed 
some fifteen different kinds of individual 





memorandum slips, designed by the vari- 
ous department heads. Individual tastes 
were entirely disregarded and a standard 
company form was adopted. Instead of 
over 250 styles of letterheads, standard de- 
partmental and standard company station- 
ery were adopted in two grades only. 

Another instance in which standardiza- 
tion proved practical was in the case of 
labels to be pasted on outgoing packages. 
These were found to be of almost as many 
different varieties as the memorandum slips. 
Here again a standard form was adopted. 
It is, of course, to be understood that in 
these cases and in all others the present 
stock was to be used up first. 

Next, a ruling was made that all orders 
for printing of new forms and reprinting 
of old forms as well, must pass through 
the hands of the Assistant Purchasing 
Agent. Then, specifications by form num- 
bers as to sizes and styles of forms, grade 
of paper, etc., were furnished the store- 
keeper and he was charged with the re- 
sponsibility of seeing that all orders con- 
form to the standard established. 


As a means of controlling over-ordering 
and the resulting waste of miscellaneous 
supplies, a ruling was passed under which 
only department heads and assistant de- 
partment heads were allowed to sign 
requisitions for supplies. Furthermore, the 
storekeeper selected some fifteen items fre- 
quently wasted, such as pencils, paper clips, 
etc., and set them down in columnar form 
on the left-hand side of a large sheet, which 
was posted in a prominent place in the 
Stores Department. When any of these 
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were ordered the storekeeper first went to 
this sheet to see if these items had been 
ordered recently by the department. If 
so, he either refused to honor the requisi- 
tion, or substantially cut down the number 
of units to be supplied. 

While the system has been in use in this 
company only a few months, it has al- 


Training and Education: Schools, 
Publications, Bulletin Boards 


Can An Adult Learn?—Thorndike’s 
Answer 


Professor E. L. Thorndike of Columbia 
University during the last two years has 
conducted experiments with two groups, one 
averaging 42 in age, the other 22. Both 
were compared with a group of children. 
The adults were taught to write with the 
wrong hand, to operate the typewriter, and 
there were classes in algebra, science, for- 
eign languages, etc. For all three groups 
there were classes in reading, spelling, 
arithmetic and other elementary school 
subjects. 

In general, both adult groups learned 
more rapidly than the group of children. 
The group of older adults learned almost 
as rapidly as the younger adult group— 
roughly, about five-sixths as fast. 
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ready shown clearly that it has justified it- 
self in dollars and cents. Experts in office 
management agree that by such a method 
20 per cent to 25 per cent savings over 
past costs are average and that savings of 
as much as 50 per cent have been found 
possible. By J. H. MacDonald. The 
Office Economist, June, 1928, p. 3:4. 


Libraries, Apprenticeship, Employee 


The conclusion is that ability to learn 
increases until about 20, when it remains 
stationary for a time, provided the adult 
continues to study, and then declines very 
gradually. No one under 50 should be de- 
terred from trying to learn something new 
by the fear of being too old, if he has de- 
veloped the study habit. The studies show 
that even after 50 the decline is so slow 
that the attempt to learn is still worth 
while. 

Lack of opportunity or desire to learn 
now appears to be the explanation of why 
adults so seldom learn a new language or 
a new trade although the opportunity and 
desire have increased generally in this 
country in recent years. Executives Ser- 
vice Bulletin, July, 1928, p. 5:1. 


PRODUCTION MANAGEMENT 


Employment: Classification, Selection, Tests, Turnover 


Widespread Desire for Employment in 
Aviation Is Shown 

Answering the widespread desire for 
aeronautical employment, a statement has 
been issued by the Department of Com- 
merce classifying 10 positions which may 
be obtained after proper training and ex- 
perience. Some of the positions which may 
be obtained after proper training and ex- 
perience are pilot; mechanic; aeronautical 
engineer; factory man; radio operator; 
traffic agent; advertising and publicity man; 
salesman. The usual method of acquiring 





training and experience is to obtain in- 
struction at one of the commercial flying 
schools in the country. Another system 
of learning to fly is the flying-club method. 
A recognized method of securing experience 
as an aeronautical engineer is to attend a 
college with a complete course in that sub- 
ject. The average training school gives 
10 hours of dual instruction and one or 
two solo flights. The student is then 
merely equipped to continue solo practice. 
If he cannot do this the previous training 
is of little value. The United States Daily, 
August 21, 1928. 
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The Foreman and Labor Turnover 

Perhaps more than anyone else, a fore- 
man can control preventable turnover by 
taking a personal interest in employees, de- 
veloping good workers, providing good 
working conditions, giving a square deal, 
studying the causes of leaving, and by 
developing leadership. Foremen have two 
possible incentives to control the turnover 
in their departments: (1) the hope of an 
increase in salary or of extra compensa- 
tion for having a good record, and (2) per- 
sonal pride in good management. Labor 
Turnover Series, No. 3, Metropolitan Life 
Insurance Company. 14 pages. 


Occupational Shifts in the United 
States, 1920-1927 

Comprehensive statistics of the occu- 
pational distribution of the American peo- 
ple are collected only every ten years in 
connection with the census of population. 
Great changes in the efficiency of produc- 
tion in the agricultural and manufactur- 
ing industries have, however, brought about 
some very interesting shifts in the occupa- 
tions of the people since 1920. 

For purposes of analysis the occupations 
of the people of the United States are di- 
vided into six main groups: Production of 
commodities, transportation and communi- 
cation, distribution, professional service, 
personal service and government service. 
There have been marked shifts in employ- 
ment both within these groups and between 
different groups since 1920. 

There has been a decrease of approxi- 
mately 800,000 in the number of workers 
in agriculture as compared with 1920. This 
is due to increased output per capita of 
agricultural workers, and the comparative- 
ly low prices for agricultural products 
which have prevailed in the period from 
1921 to 1924. 

Employment was also reduced in manu- 
facturing industries by about 917,000 from 
1919 to 1925, in spite of the rapid expansion 
of total output. 


The total number of persons employed 
in the extraction of mineral products has 
shown practically no change since 1920. 

The transportation and communication 
group, as well as the production group, 
shows a net decrease in employment during 
the past seven years. This is due largely 
to an increase in efficiency of operations 
by the railroads. Employment in the tele- 
phone industry has increased by about 66,- 
000 between 1920 and 1927. 

There has been unquestionably a very 
large increase in employment in the dis- 
tribution industries in the period since 1920, 
especially in the number of persons engaged 
in the distribution of automobiles, in the 
radio industry, and in other distributive 
industries such as chain stores, mail-order 
houses, and in distributors of various types 
of household appliances such as electric 
refrigerators, washing machines and vacu- 
um cleaners. The motion picture industry 
has also shown a large expansion in em- 
ployment. 

The professional occupations have shown 
large gains in employment since 1920. 
There were about 185,000 more teachers 
and professors in 1927 than in 1920. 


The number of barbers and hair dressers 
has also increased rapidly due to the in- 
creased patronage of women. 

The Federal Government has consider- 
ably reduced the number of people on its 
pay rolls during the past seven years, 
while there has probably been some in- 
crease in the number of persons employed 
by state and local governments. 

Summarizing the changes which have 
occurred in the main occupational groups 
since 1920, it appears that there has been 
a total increase of over two million in the 
number of persons employed in trade and 
other forms of distribution, professional 
work and various types of personal ser- 
vice, while the production industries, trans- 
portation, and the government service have 
decreased their employment by a some- 
what smaller amount. By Lawrence B 
Mann, Department of Commerce. Ameri- 
can Federationist, June, 1928, p. 667 :3. 


j 
i 


Jai rs tare ere 








308 THE MANAGEMENT REVIEW 


Training and Education: Schools, Libraries, Apprenticeship, Employee 


Publications, Bulletin Boards 


Foremanship Training by the 
Conference Method 

Industry is spending much effort today 
in trying to discover and assimilate the 
latent talent and ability for real industrial 
leadership, that lies dormant among fac- 
tory foremen. It is also evident by ex- 
perience and record that the progressive, 
alert, ambitious worker of today is the 
foreman of tomorrow and the executive of 
the future. Industrial management should 
lend a willing hand in establishing a pro- 
gressive road for ambitious employees to 
reach the goal of real executive leadership. 
Hence foremen education includes not only 
reinforcing the ability of a department head, 
but also instructing the future executive. 


Benefit Systems and Incentives: 


The plant conference has great possibilj- 
ties for doing this industrial training pro- 
vided it is operated or conducted under the 
guidance cf a trained conference leader. 
Many foremen conferences are not suc- 
cessful due to untrained leaders. Assum- 
ing responsibility for conducting a series 
of foremen conferences is taking on a man 
sized job. Besides being intelligent and 
imbued with leadership characteristics and 
qualities, he must know how to set up a 
foremanship course, plan individual con- 
ferences and then be able to use the con- 
ference method including all its necessary 
working devices. By R. W. Jenkins. The 
Foremen’s Magazine, August, 1928, p. 8:3. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


Our New Industrial Set-Up 
It is beginning to be realized that neither 
capital nor labor is of any productive con- 
sequence unless joined by management. The 
duties of managership today are divorced 


from the intimate responsibilities of owner- 
ship. In such a situation the inducement 
is toward plodding. Therefore, it is neces- 
sary to put the managers of the large 
modern corporations into something of the 
position of owners and to create in those 
corporations a body of important stock- 
holders in various walks of life to whom 
the managers must answer. Because on 
the shoulders of the senior executives rests 
the responsibility for success, the General 
Motors Corporation established very early 
a bonus plan for those employees earning 
$4,800 or over a year, for in this group 
rests the principal responsibility of man- 
agement. Within each division the bonus 
is awarded according to the man’s con- 
tribution and salary. The rating is on a 
scale which contains six divisions. The 
qualifications of an individual and his value 


have been carefully worked out, and the 
following instructions and values show the 
qualities which the company considers most 
worthy of reward: 1. Performance—4 
points; Personal characteristics—10 points; 
Co-operation—10 points; General intelli- 
gence and specialized knowledge—10 points; 
Executive ability—10 points; Future value 
to the corporation—20 points ; Super-rating, 
rare cases only, when the individual has 
rendered outstanding contributions during 
the current year which are not adequately 
provided for in the rating scale. 

The bonus plan did not meet the entire 
situation, therefore in 1923 the Managers 
Securities Company was organized, made 
up of 80 senior and junior executives. The 
minimum farticipation required a cash pay- 
ment of $25,000 in 1923; now that minimum 
participation is worth more than $1,000,000. 

The company has a savings and invest- 
ment fund by which each worker who has 
been with the company for three months or 
more may invest 20 per cent of his wages 
up to $300 a year in a savings fund. The 
Corporation pays 6 per cent interest on 
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this fund and in addition pays 50 cents 
into an investment fund for each dollar 
paid into the savings fund by the em- 
ployee. This is invested in the common 
stock of General Motors. All of these 
plans depend in a degree upon the common 
stock of the company and other corpora- 
tions continuing to increase in value. By 
John J. Raskob in collaboration with 
Samuel Crowther. The Magazine of Busi- 
ness, July, 1928, p. 23:5. 


Contributory Pension Movement 
Growing 


The most popular old age pension method 
in American industry has been some modi- 
fication of the U. S. Steel Company plan 
which gives the employees a retirement 
allowance based upon the total years of 
service multiplied by an agreed upon per- 
centage of average pay. 

This year the General Electric Company 
has announced that it is going to make its 
pension plan contributory. The em- 
ployees’ contribution plus a low rate of 
compound interest will be their property 
regardless of whether they remain with 
the company or not. IJndusiry, August 11, 
1928, p. 2:1. 


Reasons for Making Loans to 
Employees 

The reasons advanced by the em- 
ployees of a prominent manufacturing 
company for requesting loans from the 
company’s credit union indicate the 
wide range of needs for credit accom- 
modation. 

Nearly a third of the loans were for 
the purchase of coal. It is probable 
that many of these loans were made 
during the summer to permit pur- 
chasers to take advantage of low prices 
and to lay in their winter’s supply. In 
this light they are in the nature of invest- 
ments, 

The second most common reason for 
borrowing is to pay off other debts. Rea- 
sons relating to the maintenance of health 
accounted for 20 per cent of the loans, 


while another 12 per cent may be grouped 
under the general heading of purchase and 
maintenance of homes and this is exclusive 
of 9 per cent for household expenses. 

Comparatively few loans are made for 
the purchase of what might be termed 
luxuries. Of a total of 668 loans, only 
two were for the purchase or repair of an 
automobile, and one for musical instru- 
ments, while twenty-five were for the pur- 
chase of clothes. The astonishing fea- 
ture in this last item is that, in a com- 
pany which employs men and women in 
about equal numbers, twenty-nine of the 
thirty-five loans for this purpose were 
made to men. The Service Letter on In- 
dustrial Relations, National Industrial 
Conference Board, Inc., July 5, 1928, p. 
ok 


Industrial Profit-Sharing Plans 
In an extensive survey conducted by 
the National Industrial Conference Board , 
of 4,655 establishments, it was found that 
197, or more than 4 per cent have some 
provision for profit-sharing. A further de- 


tailed study was made of forty plans, and 
the results of this analysis are summarized 
in this article, 

The crux of, profit-sharing administra- 
tion is the establishment of eligibility re- 
quirements and the selection of a basis of 
distribution. To eliminate floaters and 
transient members of the organization, a 
year’s service is usually required to make 
an employee eligible for participation in 
profit-sharing. There appears to be no gen- 
eral agreement as to whether profit-sharing 
payments should be made in cash or in some 
equivalent form. Cash is so easily spent 
for trivialities that many employers believe 
that cash payments defeat the purpose of 
profit-sharing which is the encouragement 
of wise investment of money so obtained. 
Some plans, therefore, provide for the pay- 
ment of shares in profits in the form of 
certificates which bear interest, while in 
some cases part of the payment is in cash 
and part in certificates. 
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In determining the amount of profits to 
be distributed to the employees, after the 
deduction of interest on capital, usually set 
at 6 per cent, 12 of the 40 companies dis- 
tribute a fixed percentage of the profits, 
while 26 distribute a variable percentage. 

In determining individual shares in 
profits, 7 of the companies make the dis- 
tribution on the basis of length of service, 


Labor Relations: 
Arbitration 


A Quaker Employer Builds a Company 
Union 

The Leeds and Northrup company union 
represents an application to industrial re- 
lations of the scientific attitude, which was 
designed to meet practical situations in the 
factory as they arose. A summary is 
given of the major achievements of the 
co-operative committees of council and 
management. The question then is dis- 
cussed as to the degree to which these social 
measures are an expression of democratic 
opinion. Critics of company unionism say 
that the conditions of hiring and firing 
constitute the acid test of independence. In 
the Leeds and Northrup Company no fore- 
man may discharge any workman on his 
own judgment. If he is dissatisfied with 


16 on the basis of a percentage of wages re. 
ceived, 5 on the basis of a percentage of 
salary plus an additional percentage varying 
with the length of service, 3 on the basis 
of efficiency, 3 on the basis of service, eff- 
ciency and wages. 

Of the 40 companies analyzed, 34 dis. 
tribute profits annually, 1 semi-annually, 
and 5 quarterly. The Service Letter on In- 
dustrial Relations, August 5, 1928, p. 1:2, 


Collective Bargaining, Employee Representation, 


an employee he states that fact to the com- 
mittee which reviews the performance of 
all workers once every three months, and 
he also consults the head of the employ- 
ment department and the factory superin- 
tendent. Even then, he may not finally 
discharge any one without the approval of 
the factory manager. 

Practically ail the workers interviewed 
realize that the conditions under which they 
work are exceptionally good, but not one 
of them has shown any disposition to help 
workers in other establishments win similar 
advantages. This ingrowing quality of 
company unionism even at its best has been 
a subject of discussion among executives, 
and is not regarded lightly. By Robert W. 
Bruére. The Survey, September 1, 1928, 
p. 545:5. 


Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


Equipment Replacement Policies and 
Principles 


There seems to be no phase of man- 
agerial activity that is less defined by pol- 
icy, or needing it more, than that which has 
to do with replacement. Until the ground- 
work is laid for a real science of replace- 
ment the executive will have to work out 
his own policy. These five principles can 
be applied in a general way: 1. Recogni- 
tion of the profitableness of power replace- 
ment. 2. Constant check on the degree of 


utilization of existing equipment to deter- 
mine whether or not it is giving all it can. 
3. Continual study of alternative machinery 
en the market. 4. Prompt replacement 
where actual obsolescence is indicated, re- 
gardless of length of service of equipment 
in question. 5. Labor and sales policies 
that permit the worker and the public to 
share in the benefits secured through the 
improved machine. By John H. Van De 
venter. Executives Service Bulletin, June, 
1928, p. 1:2. 
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Plan Mechanical Handling as a Whole 

Where nine plant managers out of ten 
make their mistake in mechanical handling 
is in their approach to the problem. “We 
have to move this stuff from here to there,” 
they say to themselves. “There is a lot of 
it to move every day. We’d better put in 
a conveyor’—or a monorail, a lift truck, 
a tractor-trailer train or whatever. There- 
upon they order the equipment and sit back, 
satisfied with the saving of two or a dozen 
truckers’ wages. 

The factory executive who takes hold of 
the job in this way fails to grasp the major 
possibility of profit in doing mechanically 
the moving jobs that used to be done by 
brawn. For the money-making philosophy 
behind modern handling is that the installa- 
tion must be planned as a whole, not as a 
series of unrelated moving jobs. 

Manufacturing of the sort that brings 
assured, steady profits in today’s sharp- 
shooting competition is not based on hap- 
hazard cost-cutting. It is founded on a 
well-thought-out plan that results in a 
smoothly-joined sequence of process and 


moving operations. By Arthur Van 
Vlissingen, Jr. Factory and Industrial 
Management, August, 1928, p. 237 :2. 


Why It Pays to Employ an Industrial 
Traffic Manager 


In a general way the work of the traffic 
manager now covers these points: (1) He 
keeps his eye on the traffic department 
routine and investigates any recurring de- 
ficiencies in that routine with a view of 
eliminating them. (2) He keeps the work 
of the department abreast of the industry’s 
needs as such needs arise. While traffic 
managers are still trying to find how motor 
trucks can best be utilized, many of them 
will soon be called upon to show how air 
transportation will apply to their business. 
(3) Beyond these duties lies a variety of 
opportunities for the traffic manager to use 
his knowledge and experience in connection 
with purchasing, production and sales. In 
short, the industrial traffic manager repre- 
sents a business getter, a business keeper 
and a money saver in proportions varying 
with the individual situation. By Asa Col- 
ton. Trained Men, Autumn, 1928, p. 89:3. 


MARKETING MANAGEMENT 


Does It Pay to Tell Your Competitors 
Everything? 

Many national advertisers and manufac- 
turers are asking themselves to what ex- 
tent they should go in revealing to their 
competitors their manufacturing processes 
and prices. The president of the Electric 
Hose and Rubber Company says: “Go the 
limit. Tell your competitors everything 
about your business. We do, and we have 
found the policy to be well founded and 
profitable.” He adds that this plan of 
complete frankness would do more harm 
than good if the company did not have a 
fixed policy. Most business troubles are 
brought about by fear, and therefore fear 
is eliminated as far as possible by the wide- 
spread quotation of prices, and by adhering 


strictly to them. Thus, everything is done 
to gain the confidence of competitors and 
to make them friends. It becomes impossi- 
ble for any one to successfully circulate a 
false report about the company. By James 
True. Printers’ Ink Monthly, July, 1928, 
p. 66:2. 


Whither Wholesaling? Going Out? 
Coming In? 

There has been a great deal of discussion 
of late about the new competition, but it is 
prophesied that in the next few years the 
new co-operation will take the center of 
the stage. Realizing the importance of 
consumer needs and preferences, whole- 


salers are co-operating in many lines of 
business with retailers in making a con- 
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stant study of consumer demand. They 
are also assisting retailers more than ever 
before in selecting stock and analyzing 
merchandise from the retailer’s viewpoint. 
Manufacturers have found that the whole- 
saler’s knowledge of distribution is often 
supplemented by an ability to sell, which is 
an invaluable asset to those who are en- 
deavoring to cultivate a wide market. By 
Robert R. Ellis. Executives Service Bul- 
letin, July, 1928, p. 1:2. 


The Relation of Sales Expense to 
Factory Costs 


The sales and advertising executive 
should be able to get the point of view of 
the accountant. Selling expense cannot be 
applied to costs by any exact standard, but 
rather by sound common sense. The items 
making up selling expense are usually con- 
sidered as the home office, agencies, 
branches and travelers and the expenses to 
maintain them, publicity, and discounts 
allowed to customers and other special ac- 
counts. If the main expense is a selling 
commission, sales expense should be de- 
termined by the percentage of factory cost, 
but if the main expense consists of yearly 
salaries for salesmen, the method which 
determines sales expense by rate per pro- 
duction hour should be used. By L. C. 
Humason. Connecticut Industry, July 7, 
1928, p. 9:5. 


Our Gravest Business Problem 


The business community of the country 
has been so absorbed with the tasks of 
waste elimination, standardization, simplifi- 
cation, and other elements in manufactur- 
ing efficiency that it has overlooked the 
grave problem of the wastefulness of our 
distribution system. Every one’s energy 
has been concentrated upon production, to 
the almost complete exclusion of any 
economies in distribution. Not until after 
the war did we begin to realize that effec- 
tive mass distribution was an indispensable 
corollary to mass production. 

There has been some substantial progress 
in the reduction of distributive waste during 


1926-27 but further economies are impera- 
tive. There are perils in the wastefulness 
of “blind” marketing, of attempting to ex. 
ploit remote territories regardless of their 
inaccessibility, to “go national” at any cost, 
The element of the constant possibility of 
change in market demand due to changes 
in style, shifts in buying power, or introduc- 
tion of new competing commodities is an- 
other phase worthy of mention. In this 
respect, it is important for the manufac. 
turer to keep in constant contact with the 
ultimate consumer. Numerous organiza- 
tions are now in existence to help the manu- 
facturer keep in touch with the consumer, 
The number of agencies conducting re- 
search bearing directly or indirectly upon 
marketing has increased to such an extent 
that the Department of Commerce is now 
issuing an annual list of them which in 
1927 comprised 544 agencies. 


The Department of Commerce has been 
concentrating its efforts on four or five 
major distribution problems. One of these 
is a series of regional market surveys, in 
which particular attention is being given 
to commodity movements into and out of 
the given areas in collaboration with rail- 
ways and truck lines. There are specialized 
analyses of the marketing facilities and 
practices in particular commodities. The 
Department has prepared “An Atlas of 
Wholesale Grocery Territories.” It has 
recently undertaken an analysis of the items 
of expense in wholesale hardware selling. 
A similar analysis has been concluded of 
the costs of retailing and others are under 
way. The Department has also been making 
some contribution in the field of specialized 
commodity distribution problems in such 
lines as paints and varnishes, radio equip- 
ment (including a census of receiving 
sets), canned goods, candy, grey iron 
foundry products, lumber, tires and ma- 
chinery. A special study is to be under- 
taken in collaboration with the Retail 
Credit Men’s Association of the costs of 
retail credits. 


The next and major problem is the ap 
plication of the flow of data, produced by 
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the Department of Commerce and other 
investigating agencies, to actual problems 
of marketing. Therein lies the great field 
for the future improvement of commercial 
conditions in the country. This is the grav- 
est problem now confronting our business 
world. By Dr. Julius Klein, Director, U. S. 
Bureau of Foreign and Domestic Com- 
merce. Trade Winds, July, 1928, p. 10:6. 


Time Control Plans for Sales Managers 


It is established definitely in this survey 
that the sales manager should subordinate 
everything to his duties as an executive, 
both in the office and in the field, for his 
main job is still handling salesmen. He 
gains in time-effectiveness in proportion to 
his ability to delegate work to others. 
The sales manager establishes his value 
and status, not on what he himself does, 
but rather on the progress f the mer- 
chandising end of the business. Report 
No. 272. The Dartnell Corporation. 23 
pages. 


What Scientific Distribution Means to 
All Concerned 

There is a kind of triple partnership be- 
tween the maker of the commodity, the 
man who distributes it and the ultimate 
Their 
The distributor plays his part mostly at 
the delivery end. The buyer decides 
whether the manufacturer is making the 
best tool for any given purpose. 

The advantages to the manufacturer 
may be summarized briefly: (1) Lower 
selling expense, (2) More concentrated 
sales effort, (3) Lower finished stock in- 
ventory, (4) Fewer accounts, (5) Better 
customers’ credit. 

The advantages to the buyer are: (1) 
Lower supply inventory, (2) Quicker de- 
livery, (3) Greater selection, (4) Regular 
service. 

These advantages are susceptible of 
greater refinement. A thorough study of 
turnover is advisable. There are dealers 
who actually lose money by carrying low 


consumer. interests are common. 


turnover _ lines. The forward-looking 
manufacturer is always on the alert for 
new ideas which will help his distributors. 
One corporation makes a practice of send- 
ing, to each distributor a quarterly an- 
alysis of the distributor’s purchases. The 
figures show whether his business is mov- 
ing or not and in which direction. 

The continued effort to better the meth- 
ods of distribution must have a direct 
effect upon the service to the consumer. 
By Frederick H. Payne. Mill & Factory 
Illustrated, May, 1928, p. 19:3. 


Modern Export Merchandising 

Only a small number of far-seeing manu- 
facturers have learned to evaluate the 
forces which have brought about the con- 
ditions that confront us today. We over- 
look the changes that have taken place in 
buying power, in habits, in dress, or in 
food, which changes are just as marked 
in Japan, the Argentine, South Africa or 
Germany as they are in the United States. 
The importance of style and beauty in mod- 
ern merchandising are emphasized as well 
as standardization, production, scheduling, 
service, sales organization and the respon- 
sibility of management. The two most im- 
portant points of all are: the new concep- 
tion of merchandising as a single function 
in marketing, and the need for imagination. 
By Ernst B. Filsinger. Printers’ Ink 
Monthly, August, 1928, p. 31:3. 


The Silent Salesman Demands a 
Hearing 

The vending machine age has arrived— 
at least its proponents say so. Three mil- 
lion dollars have been spent for automatic 
vending equipment in the past four years 
in greater New York, six million in the 
country at large. 

There is nothing novel about the vend- 
ing machine in itself, as thirty years ago 
the penny gum and weighing machines 
were already common, but recent devel- 
opments have given the vending machine a 
new guise. 
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The manufacturer of such goods as 
handkerchiefs, cigarettes, perfumes, candies 
and many easily packaged items sees in it 
an opportunity to widen his contact with 
the buying public and eliminate the middle- 
man. 

The idea of automatic selling is so irre- 
sistible that many experienced business 
men have invested lavishly in the scheme. 
Within the past four years in Greater 
New York alone ten companies with an 
aggregate capital of one million dollars 
have gone out of business. In spite of this 
record of disasters the idea has merit and 
others can learn lessons from these fail- 
ures. 

Now that automatic merchandising has 
passed through a severe period of experi- 
mentation we may expect to see success- 
ful adaption of its use to new fields. No 
vending machine has yet been devised, 


however, which will not accept slugs. Few 
people will bother to manufacture imita- 
tion pennies, but in case of the five and 
ten cents machines the losses due to slugs 
are not to be overlooked. Mutilation of 
the equipment is another factor. More- 
over, unless the quality of the product jis 
maintained, after the novelty has worn 
off the machine falls into disuse. 

The penny slot machne, the coin box 
telephone, the transit “turnstiles” have 
proven the worth of automatic selling. The 
automatic vending machine offers a new 
retailing outlet, but here as in all business 
of today costs must be figured closely, 
markets must be analyzed with care and 
every phase of operation must bear close 
scrutiny. By Herbert B. Clark. Com- 
merce and Finance, June 27, 1928, p. 
1393 :3. 


Sales Promotion: Letters, House Organs, Advertising 


The Uses of Prizes and Premiums in 
Stimulating Sales and Salesmen 


The results are presented of an investi- 
gation covering the experiences of about 
3,000 concerns. Such questions are consid- 
ered as: What has the use of prizes or 
premiums accomplished for others? What 
is the cost of such a campaign with rela- 
tion to the new business secured? What 
types of premiums and prizes have been 
found most effective? How should such a 
campaign be planned? Report No. 274. 
The Dartnell Corporation. 39 pages. 


The Use of Research in Advertising 

A survey which shows that blind ad- 
vertising is becoming rarer and rarer 
among progressive concerns. The old hit- 
or-miss method of a sudden decision to ad- 
vertise, a guess at the appropriation, and 
an arbitrary selection of mediums and mess- 
ages scarcely exists any more. Instead, ad- 
vertisers are turning the cold light of 
scientific research on their advertising prob- 
lems, from the first fundamental question, 
can advertising accomplish the desired re- 


sults? to a final check-up of its effective- 
ness. Prepared for the Research Commit- 
tee of the New England Council by the 
Policyholders Service Bureau, Metropoli- 
tan Life Insurance Company. 15 pages. 


Bank Advertisements: Ancient and 
Modern 

The earliest recorded bank advertisement, 
written by a Greek poet, supposedly Theo- 
critus, for a Greek banker named Caicus, 
not far from the middle of the third cen- 
tury, B. C., and inscribed on the front of 
his house which was also his bank, trans- 
lated almost literally, runs as follows: 


“To citizens and foreigners this bank gives 
equal dealing ; 
Deposit and withdraw, when your ac- 
count is correctly made up. 
Let another make excuse: but Caicus even 


at night 
Pays foreign money to those who want 
it.” 


Honest treatment to all customers, pay- 
ment of depositors on demand without ex- 
cuse, and providing foreign money even 








at 
val 


the 


ve 
Ce 
ve 
th 


sa 
Sa 
al 
th 





vw Ss —6UGOmUmUlUMOUCU 





THE MANAGEMENT INDEX 315 


at night for merchants who must take ad- 
vantage of favoring elements—these were 
the things which the banker, or his man- 
ager, told his advertising man to put into 
the inscription; and tliese not only consti- 
tute its claim to distinction but guarantee 
modernity so long as banking and the art 
of advertising endure. 

That this is an advertisement of a bank 
which, if it lived up to its professions, was 
managed exceedingly well, cannot be 
doubted. After twenty-two centuries, it is 
entitled to rank as one of the best bank 
advertisements ever written. By Charles 
J. Bullock, George F. Baker Professor of 
Economics in Harvard University. Bar- 
ron’s, July 30, 1928, p. 3:2. 


The Chevrolet Answer to the Sales 
Training Problem 

Instead of holding one big national con- 
vention each year, the Chevrolet Motor 
Company conducts twenty-six national con- 
ventions, one every two weeks throughout 
the year, and all dealers and salesmen are 
in attendance. They meet in their own 
salesrooms, with each group studying the 
same topic which is under consideration in 
all the 5,000 other dealers’ showrooms at 
the same time. 

The company had been using motion pic- 
tures at its national conventions, and they are 
still widely used for these larger meetings, 
but for the individual sales meetings a slide- 
film service was originated. At the present 


Benefit Systems and Incentives: 


The New Vogue of Sharing Profits 
With Distributors 

Recently two large concerns have adopted 
profit-sharing and stock ownership partici- 
pation by distributors—the Postum Com- 
pany and the Union Tobacco Company. 
The Postum plan puts all customers on an 
equal basis of opportunity, with these five 
standards set up: (1) Guaranty of qual- 
ity; (2) guaranty of price; (3) guaranty 
of sale; (4) guaranty of proper turnover 


time 4,000 films are mailed every two weeks 
to as many dealers, with increasing interest 
on their part. The cost is eight dollars a 
month for the first year, including the cost 
of the projector, and much less than that 
for the following years. They have found 
it valuable merely as a means of self- 
instruction. They also make active use of 
sales manuals, a periodical publication called 
The Sales Speeder, and every other cus- 
tomary sales training help. By John L. 
Acott. Sales Management and Advertisers’ 
Weekly, August 4, 1928, p. 242:4. 


The Nature of Unfair Methods of 
Competition in the Retail Field 


A study of unfair competition in retailing 
was begun in 1926 by a collection of cases, 
and of data which would aid in interpret- 
ing them. The cases were collected mainly 
from the records of the Better Business 
Bureaus in Ohio. The study covers the 
practices found among retailers or those en- 
gaged in selling goods to individual con- 
sumers in small quantities through personal 
selling. Most of these practices have to do 
with unfairness in advertising and selling. 
The report does not deal with any aspect 
of fianancial malpractice or adulteration, 
but covers only the nature of unfair com- 
petitive practices, without attempt at quan- 
titative measurement or the extent of these 
practices. By H. H. Shively. Bureau of 
Business Research Monographs: Number 
10. Ohio State University Studies. 110 
pages. 


Jonus Plans, Vacations 


of stock; (5) guaranty of a single price 
basis to all customers in the same freight 
zone. It provides an open and frank pre- 
mium upon sales increase, without stress- 
ing mere quantity purchase. 

The Union Tobacco Company has gone 
the whole way in profit participation by de- 
claring a stock dividend involving about 
$7,500,000 to be given to tobacco jobbers 
and retailers throughout the country. In- 
terim stock certificates will be packed with 
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the goods, to be later exchanged for per- 
manent certificates. Both the Postum and 
Whalen plans are premiums upon sales, but 
the Postum premium is in the form of cash 
and the Whalen one in the form of stock. 
By J. George Frederick. Advertising and 
Selling, August 8, 1928, p. 27 :2. 


How Bon Marche Employees Solve the 
Personnel Problem 

The Bon Marche, a store in Seattle, has 

found that an employees’ coGperative as- 

sociation accomplishes personnel direction 


adequately. The store workers have rep- 
resentation, executive rights, and the man- 
agement has found a way of helping the 
employees to help themselves. Executive 
power is vested in a president and a coun- 
cil of seven members, chosen annually 
from the ranks. The B. M. C. A, is 
formulating a pension plan at the present 
time and has already organized a mutual 
benefit society, a savings’ society, a cafe- 
teria, and publishes a house organ. By 
Charles L. Graden. Store Operation, 
June, 1928, p. 12:2. 


Salesmen: Selection, Training, Compensation 


Modern Trends in Sales Management 
Interpreting management in terms of 
education and training we reach the conclu- 
sion that in the field of life insurance selling, 
for instance, the training job must be de- 
centralized. Such a training program can 
continue through periods of depression as 
well as through periods of prosperity. An- 
other important aspect of sales manage- 
ment is the great difficulty of locating re- 
sponsibility. The right kind of co-opera- 
tion will correct this trouble, which in re- 
gard to the training of life insurance 
agents means that the head office must 
give consent to the proposals that come 
through the initiative of the managers, 
and secondly, to help in providing those 
tools by which the manager may be suc- 
cessful in doing the job. There are 
two stages in training, one of which is 
to prepare the instructional materials that 
are to be used by the manager in training 
his men, and the other is to prepare the 
instructional material to be used in training 
the manager to train his agents. Until 
now, American business has been mainly 
concerned with the first stage; it is now 
ready for the second. By W. J. Donald. 
Report No. 33. Life Insurance Sales Re- 
search Bureau, August, 1928, p. 23:4. 


Quick Delivery Service for Seasonal 
Plants 

The Industrial Belting and Supply Com- 

pany believes in service to suit individual 


cases, and their salesmen are trained with 
this point in view. They are generally 
employed on a salary-expense basis, plus 
one per cent on total sales. Each sales- 
man receives a monthly statement showing 
his sales in the different departments. Not 
only is the amount of sales listed for each 
division, but the statement also shows the 
comparative standing of each class, based 
on percentage of total sales. The book- 
keeper then lists the following items: 
salary and expense accounts, proportion of 
expense to sales, total sales past twelve 
months, total salary and expense accounts, 
proportion of expense to sales, sales to 
date in year. 

A card index record of sales to each 
customer is used constantly by the sales- 
men. They also have access to the in- 
voice records for detailed information of 
past purchases. Form letters are sent out 
to inactive accounts, which have produced 
results more than justifying the expense. 
By J. K. Novins. Mill Supplies, July, 
1928, p. 51:2. 


Overcoming the Price Bogey 
Practical methods are given for avoid- 
ing the price difficulties which arise in 
selling form printing. The two funda- 


mental points are that price selling and 
price buying are inevitable when the print- 
ing salesman has nothing else worthwhile 
to bring to the buyer’s attention. The 
most effective preventive for this is 4 
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presentation of constructive form ideas 
which establish value before price is con- 
sidered. Sales and Service Manual 4. 
The Hammermill Survey of Business 
Practice. 11 pages. 


New Compensation Plan Boosts Net 
Profits 


A plan for compensating salesmen which 
is believed to be the solution of many prob- 
lems that face practically all employers of 
salesmen has been gradually ‘worked out, 
and is now used by Edwards and Chamber- 
lin, hardware jobbers. The outstanding 
feature of the plan is basing the sales- 
men’s commissions on the net profit made 
on their sales, rather than on their gross 
sales. Details are given as to how this plan 
is worked out. By D. G. Baird. Sales 
Management and Advertisers’ Weekly, 
August 4, 1928, p. 255:2. 


The Chain Stores, Too, Have Their 
Problems 

In the handling of merchandise the chain 
is able to do what the independent retailer 
usually fails to do, that is, obtain high turn- 
over ratio, avoid over-stocks, and buy with 
specialized knowledge of the market. But 
with a few exceptions the chain stores 
appear to hire their help on the same prin- 
ciple that they purchase their goods. They 
employ help on a price basis. They are 
experiencing a high rate of turnover among 
personnel, due largely to the long hours 
and the lack of financial incentives. This 
policy fosters disloyalty and the automatic 
nature of the work spurs the managers and 
clerks on to better and more lucrative fields 
outside the chains. Local managers of abil- 
ity and energy often quit in order to go into 
business for themselves. By H. A. Haring. 
Advertising and Selling, July 25, 1928, p. 
28:2. 


The Ghosts of Lost Sales 
The National Cash Register Company 
discovered by interviewing 200 consumers 
who had ceased to trade at certain retail 
stores the following reasons for the loss 


of their trade: indifference of salespeople; 
attempts at substitution; errors in bills; 
slow deliveries; over-insistence on part of 
clerks; unnecessary delays in being waited 
upon; tactless policies; general bad man- 
agement; ignorance about goods; refusal 
to exchange. The Carey Salt Company 
uses a friendly letter to bring back lost ac- 
counts, as does also the Fleishman Com- 
pany. By Roy Dickinson. Printers’ Ink 
Monthly, May, 1928, p. 31.3. 


Earnings Double When Senior Sales- 
men Help Juniors 

The Moorhead Knitting Company, Inc., 
has recently reorganized their territories. 
They have taken the territories of their 
older and better qualified men and have 
given them two territories instead of one 
—one territory to work as they have al- 
ways worked before, and the other in which 
they supervise the operations of the junior 
salesman assigned to it. This has had the 
effect of relieving the home office of a mass 
of detail, as the senior salesmen have vir- 
tually full control over the younger sales- 
men. The seniors get copies of all corre- 
spondence that passes to and from the home 
office, and thus they are in a position to 
iron out any grievances which may arise. 
By E. M. Roeber. Sales Management and 
Advertisers’ Weekly, August 4, 1928, p. 
247 :2. 


Salesmanship 


Why We Permit Our Men to Work 
Outside Their Territories 

Since every salesman, as well as the rest 
of us, is prone to consider the far-away 
fields much greener than his own, the Dicta- 
phone Corporation decided to let their men 
follow prospects and make sales outside the 
territories originally assigned to them. 
They found, as well, that every good sales- 
man actually uncovers many prospects 
which are in some other salesman’s terri- 
tory, and that in metropolitan centers it is 
contacts of one kind or another that pave 
the way for many sales. The term “con- 
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tact selling” was therefore coined to dis- 
tinguish this method of selling from ordi- 
nary territorial selling where a man is not 
permitted to follow prospects and leads out- 
side his territorial divisions. It is believed 
that the contact method of selling has a 
tendency to make men do their work more 
thoroughly. By Carol Lyttle. Sales Man- 
agement and Advertisers’ Weekly, August 
18, 1928, p. 361 :2. 


Here’s Where Selling Is Needed 
Sometimes ability is smothered by vision- 
less routine because the boss gives assign- 


ments rather than inspiration. Routine 
workers and executives both are apt to see 
only the meal ticket in their job. The com. 
pany must give them the broad view of the 
worth of their product and _ their daily 
tasks. Continual selling effort to stimy- 
late men to live up to their promise of 
achievement should be a central policy in 
every organization. Attitude as well as 
ability determines job performance. The 
worker brings only ability to his desk. The 
company is responsible for his attitude. By 
Donald A. Laird. Printers’ Ink Monthly, 
August, 1928, p. 77:1. 


Books Received 


Economics and Human Behaviour. By 
P. Sargant Florence, Ph.D. W. W. 
Norton & Company, Inc., New York, 
1927. 95 pages. $1.00. 

The Yellow Book of the Macy Con- 
troversy and the Credit Question. By 
E. C. Riegel. The Riegel Corporation 
of New York, New York, 1927. 220 
pages. 

Operating Expenses of Retail Grocery 
Stores in Nebraska—1926. By the 
Committee on Business Research of the 
College of Business Administration, Uni- 
versity of Nebraska, Lincoln, Neb., 1927. 
38 pages. 50 cents. 

Economic Essays. Edited by Jacob H. 
Hollander. Macmillan Company, New 
York, 1927. 368 pages. 

Cost of Government in the United 
States, 1925-1926. National Industrial 
Conference Board, Inc., New York, 1927. 
294 pages. $3.50. 

The Fiscal Problem in Illinois. Na- 
tional Industrial Conference Board, Inc., 
New York, 1927. 219 pages. $2.50. 

Bibliography of Management Litera- 
ture. Compiled by R. M. Berg under 
the direction of the A.S.M.E. Manage- 
ment Division. American Society of 
Mechanical Engineers, New York, 1927. 
67 pages. 

Principles of Advertising. By Daniel 
Starch, Ph.D. A. W. Shaw, Chicago, 
1923, 1924, 1925, 1926. 998 pages. 


California Real Estate—Principles and 
Practices. By George A. Schneider, 
Prentice-Hall, New York, 1927. 921 
pages. $10.00. 

Industrial Progress and Regulatory 
Legislation in New York State. Na- 
tional Industrial Conference Board, Inc, 
New York, 1927. 148 pages. $2.50. 

Karl Marx’s Interpretation of History, 
By Mandell Morton Bober, Ph.D. Har- 
vard University Press, Cambridge, 
Mass., 1927. 370 pages. $3.50. 

Commerce Year Book—1926. Vol. II— 
Foreign Countries and Noncontiguous 
Territories of United States. Compiled 
by Bureau of Foreign and Domestic 
Commerce. Government Printing Office, 
Washington, D. C., 1927. 642 pages. 

The Romance of the Cotton Industry 
in England. By L. S. Wood and A. 
Wilmore. Oxford University Press, 
London, 1927. 285 pages. 

The General Accounting Office. By 
Darrell Hevenor Smith. Johns Hop- 
kins Press, Baltimore, Md., 1927. 215 
pages. $1.50. 

Industrial and Commercial Correspond- 
ence of Alexander Hamilton. Edited 
by Arthur Harrison Cole, Ph.D. 
A. W. Shaw, Chicago, 1928. 334 pages. 

Fundamentals of Banking, Finance and 
Economics. By Charles W. Disbrow. 
Doubleday, Page & Company, Garden 
City, N. Y., 1927. 204 pages. $2.50. 
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By-Products in the Packing Industry. 
By Rudolf A. Clemen. University of 
Chicago Press, Chicago, 1927. 410 pages. 
$4.00. 

Banking Theories in the United States 
Before 1860. By Harry E. Miller, 
Ph.D. Harvard University Press, Cam- 
bridge, Mass., 1927. 240 pages. $2.50. 





The Organization and Operation of De- 
partment Stores. By J. Russell Doub- 
man and John R. Whitaker. John 
Wiley & Sons, Inc., New York, 1927. 
301 pages. $3.50. 

The Tariff. By George Crompton. Mac- 
millan, New York, 1927. 226 pages. 
$2.50. 





Survey of Books for Executives 





Financial and Business Forecasting. 
Vol. I and II. By Warren F. Hicker- 
nell, Ph.D. Bureau of Business Condi- 
tions, Alexander Hamilton Institute, 
New York, 1928. Vol. I—426 pages. 
Vol. II—488 pages. $10.00. 

“Financial and Business Forecasting” 
impresses the reviewer as a very useful 
work. As the author has spent nearly 
twenty years in the practical study of bus- 
iness forecasting, and was for many years 
in charge of the Brookmire Economic 
Service, he is particularly well fitted to 
treat the subject with balanced judgment, 
and his conclusions should be of signifi- 
cance both to practical men of affairs and 
to teachers of business statistics. 

The author has performed a_ praise- 
worthy service in first giving a brief yet 
adequate background of the theory of bus- 
iness cycles and of the history of all im- 
portant crises and panics during the eight- 
eenth and nineteenth centuries. This is 
preparatory to a discussion and analysis 
of present day conditions, both general 
and specific. A knowledge of the material 
contained in Volume I and the early part 
of Volume II might prevent many people 
from drawing wrong conclusions regarding 
future business movements, and at any rate 
would tend to prevent misconceptions re- 
garding the working of economic laws. 

As it should be a reviewer’s function to 
indicate and critically discuss the material 
in a book, rather than merely to express 
his own point of view, several pertinent 





quotations from Dr. Hickernell’s two vol- 
umes are in order. 

“In the historical chapters no attempt 
has been made to write a ‘history’. The 
past has beeen reviewed from the stand- 
point of throwing light upon the future. 
An important factor in business forecast- 
ing now is the credit policy of the Federal 
Reserve banks. A century ago, the policy 
of the Bank of England was just as im- 
portant from the international standpoint 
as is the policy of the Federeal Reserve 
banks today.” (Page iv, Preface to Vol. 1.) 

“A theory of the business cycle, how- 
ever, should be comprehensive enough to 
cover all the factors involved. The logical 
way to construct a theory of the cycle is 
to consider first those elements or tenden- 
cies which have appeared in every business 
cycle during the last hundred years. These 
factors belong in cycle theory proper. 
Accidental features which seem important 
in one cycle but which do not appear in 
other cycles can be classified as ‘cross-cur- 
rents’ which should be given separate 
study.” (Page 3, Vol. I.) 

“Among the accidental factors which 
do not behave similarly in every cycle are 
crops, politics, gold production, paper 
money inflation and central reserve bank 
loan policy. These are the most im- 
portant accidental factors.” (Page 30, 
Vel. 1.) 

“The four essentials in business fore- 
casting are: (1) business statistics; (2) 
a knowledge of economic principles; (3) 
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perspective, based on a study of business 
history; (4) good judgment in applying 
principles to the interpretation of statistics. 

“Mathematical methods can be employed 
with benefit in a secondary capacity, but 
since important trends can be obscured by 
an excessive use of mathematics, the latter 
should be used sparingly. The principles 
of money and credit, an acquaintance with 
banking statistics, a knowledge of Federal 
Reserve policy and the ability to interpret 
agricultural conditions are more important 
than the use of mathematical methods. 

“Business men sometimes expect too 
much from a mathematical chart. They 
have an undue reverence for mathematics. 
There is something exact about a mathe- 
matical equation. Consequently, if a 
mathematical formula is employed in con- 
structing a chart used in business fore- 
casting, the layman anticipates that the 
chart will do the work unaided by human 
judgment. Some college instructors have 
a tendency to teach business forecasting 
as if it were merely a question of using 
mathematical formule in making charts.” 
(Page iii, Preface to Vol. II.) 

“Any system of forecasting must devote 
attention to the following : 


1. The application of economic principles 
2. The development of perspective 
through a study of historical facts 
3. The analysis of individual industries 
4. The study of sectional sales and 
credit conditions 

5. The study of the general trend of 
commodity prices 

6. The study of the general trend of in- 
vestment securities 

7. The analysis of different groups of 
speculative stocks 

8. The construction of barometers, or 
indexes, of the business cycle 


“It is obvious that the use of mathe- 
matical formule in smoothing statistical 
curves of the business cycle does not con- 
stitute a system of forecasting. The chief 
difference in forecasting services is not in 
any system employed but in personnel— 
the judgment and interpretative accuracy 


of the statisticians in preparing forecasts, 
Statistical data and mathematical formule 
are the common property of all organiza- 
tions.” (Pages 72-73, Vol. II.) 

The foregoing excerpts are sufficient to 
indicate the sane view and common sense 
of the author. 

In Volume II there are interesting chap- 
ters on “Yardsticks of Trade Activity” 
and “Loanable Funds.” Particular attention 
is given to forecasting the stock market 
and the analyses of individual stocks. A 
chapter on “Analyzing Land Values” 
brings together material hitherto not read- 
ily available. In Chapter XI helpful sug- 
gestions are given regarding the forecast- 
ing of sectional credit and sales conditions, 
Finally, there is a useful discussion of 
forecasting commodity prices—both gen- 
eral and specific. In this connection there 
is some discussion of various plans for 
preventing evils of price fluctuation. At- 
tention is given to the effects which the 
world war and heavy foreign investments 
of the United States will probably have 
on business cycles in the future. 

The author’s style is clear and interest- 
ing, the typography of the book is particu- 
larly good, the reader is aided by a full 
table of contents and a_ useful bibli- 
ography, while many helpful charts ac- 
company the text. 

“Financial and Business Forecasting” 
should perform a useful service in develop- 
ing a saner point of view with respect to 
business cycles and the methods whereby 
the business future can be ascertained. 


Epmonp E. LIncotn. 





Employee Stock Purchase Plans in the 
United States. National Industrial 
Conference Board, Inc., 1928. 245 pages. 
$2.50. 

How extensive is the movement for em- 
ployee stock ownership? What forms do 
the plans assume? How do they operate? 
What are the special interests of mamna- 
gers and employees? What are the signi- 
ficant social and economic assets? These 
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are the questions discussed in the Confer- 
ence Board’s recent volume on Employee 
Stock Purchase Plans. 

While one may find minor points and 
implications with which to differ, the im- 
portant considerations are on the whole 
adequately presented and, with one excep- 
tion to be mentioned later, the conclusions 
drawn from them do not indicate partisan 
viewpoints. The net findings of this study 
represent the movement as yet too young 
to warrant conclusive judgments. Em- 
ployee stock ownership is but one of sev- 
eral auxiliaries to wages which aim to in- 
crease employees’ effectiveness in their 
work and to aid them in attaining financial 
independence. In the case of employees in 
executive positions “such ownership is an 
important factor in the maintenance of a 
high level of production. The income 
which the rank and file of emloyees re- 
ceive from their investment in securities 
of the companies which employ them is as 
yet relatively small, however, and it is 
doubtful whether in their case in most en- 
terprises they own enough company stock 
to give them a significant incentive to in- 
creased output.” 


“From the evidence at hand, it is clear 
that corporate stock ownership by em- 
ployees up to the present time has been, 
for the most part, an ownership by the 
superior employees and often by those in 
the more responsible and better paid posi- 
tions; there has been no great redistribu- 
tion of wealth and income as a result 
of it.” 

Although upwards of a million em- 
ployees are reported to own over one bil- 
lion dollars worth of securities of the com- 
panies by which they are employed, evi- 
dence is presented throughout the volume 
which indicates that this is but one chan- 
nel through which the increased per capita 
wealth of the country is being reinvested 
in industry. Insurance, savings banks, de- 
posits, building and loan associations have 
equalled or bettered the record of growth 
of employee stock ownership. 


Notwithstanding the relatively small 


share of stock held by the rank and file of 
employees in industry as a whole, certain 
companies offer noteworthy exceptions and 
they have experienced many definite and 
practical results in employee efficiency, 
stability and savings. As in the case of 
most economic plans, the accomplishment 
of worth while results through employee 
stock ownership depends upon the local sit- 
uation, aims, and morale of the organi- 
zation. 

With respect to the attitude of organized 
labor, the report portrays the old and, for 
America, the somewhat out-of-date philos- 
ophy of the “Capital and Labor” conflict. 
It represents the American labor move- 
ment as being opposed to workers becom- 
ing owners because it “would necessarily 
change the entire basis of working class 
philosophy.” Such a view ignores the 
labor banking, insurance and investment 
movements of recent years as well as the 
collaboration philosophy underlying union- 
management co-operation which receives 
the encouragement and support of the 
President of the American Federation of 
Labor. It is probable that the resolutions 
of the labor bodies aimed directly or in- 
directly at employee stock ownership 
point to those same weaknesses which are 
receiving serious consideration from many 
prominent industrial executives. These 
are: first, the use of the plan to bind the 
employees to the company in the face of 
less attractive features of employment and, 
second, the risk which is often assumed by 
the employee in confining his investment 
to securities of his own company. Far- 
sighted industrialists on one hand concur 
with leaders of organized labor in con- 
demning the use of employee stock owner- 
ship as a weapon against unionization and, 
on the other hand, are earnestly consider- 
ing certain forms of investment trusts 
with diversification of securities as one 
possible means of reducing risk to the 
minimum. 

GLenn A. Bowers, 
Director of Research, 
Industrial Relations Counselors, Inc. 
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Health and Wealth. By Louis I. Dublin, 
Ph.D. Harper & Bros., New York, 1928. 
361 pages. $3.00. 

A survey of the economics of world 
health, by Louis I. Dublin, Ph.D., Statis- 
tician, Metropolitan Life Insurance Com- 
pany. Harper, N. Y., 1928. 

The economic value of human life, and 
the methods by which it can be preserved, 
is the main theme of this collection of 
addresses, some of which have appeared in 
periodicals. Dr. Dublin begins by explain- 
ing his measurement of life and health in 
terms of money, saying that life and health 
have a much higher and deeper value for 
us than money; they are ends in them- 
selves. There are people who would dis- 


agree with the latter half of this state- 
ment, but everyone will agree that in at- 
tempting to place a money value on one 
very narrow aspect of life—its actual cost 
to maintain, and its productive value in 
terms of dollars and cents—the author has 
made a very useful study. 


Although the gains in extending human 
life have been considerable, during the last 
half century, we have only scratched the 
surface of the possibilities in this direc- 
tion. Though we no longer live in dread 
of epidemics of yellow fever, smallpox, 
and cholera, we are confronted with dis- 
agreeable statistics in regard to the increase 
of cancer and the diseases of middle age. 
Deaths due to accidents are becoming more 
frequent because of the extension of the 
use of the automobile and the development 
of industry. Annual losses, due to sick- 
ness, are enormous. 


One of the best chapters dealing with 
the problem of sickness is the one on the 
cost of medical service. Dr. Dublin, re- 
alizing that it is much harder for the 
family of moderate means to secure good 
medical attention, than for the rich and 
poor, praises the work of the Mayo and 
Cornell clinics which give treatment at 
reasonable rates; describes the health ser- 
vice of several colleges and industrial or- 
ganizations, and recommends “group medi- 
cine” and health insurance. 
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There is a chapter on “What it costs to 
neglect our children,” followed by a dis. 
cussion of the degenerative diseases—heart 
disease, tuberculosis, and their relation to 
occupation and environment; cancer, and 
the comparatively small amount that has 
been spent to cope with it; the problem of 
old age—the author feels that an ultimate 
solution to these difficulties will be found, 
but urges us to make a greater effort to 
find it. He sees no danger in over-popula- 
tion of the United States and regrets that 
the restriction of immigration and propa- 
ganda in favor of birth control have in- 
terfered with the normal expansion of the 
country. He is optimistic about the negro 
problem. 


The chapter on “Health of the Workers” 
should be of interest to all who are con- 
cerned with industrial hazards. The recent 
cases of radium poisoning make one realize 
how vital this subject has become. The 
Massachusetts General Hospital has given 
special attention to industrial cases. A 
clinic established in March, 1916, found 
148 cases of lead poisoning during the first 
year. “Today New York State, apart 
from the new Reconstruction Hospital, 
does not have such facilities for the dis- 
covery of occupational disease anywhere.” 
Many incipient cases go _ undiscovered, 
partly because the physicians of the state 
have not given sufficient attention to indus- 
trial hygiene, and partly because employers 
are at fault. 


In forming an estimate of the value of a 
book of this kind, one must remember that 
although the statistical method may be an 
accurate method of investigating some sub- 
jects, as a means of determining the preva- 
lence of disease, it has its limitations. Dr. 
W. H. Woglom, in his article on cancer, 
in the June number of the Aflantic 
Monthly, p. 808, says, “The statistical in- 
quiry, one of the most venerable means of 
research, is thus one of the least useful.” 
He gives evidence to support this state- 
ment, saying that “It is impossible to an- 
swer the question so often asked: Is cancer 
increasing?” Records dealing with disease 
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are, too often, unreliable. But, whether 


Dr. Dublin’s statistics have all come from 
accurate sources, or not, his book contains 
much material of value to public health 
workers and industrial executives. 
MarcGareEt KinG, Director of 
Physical Education for Women, 
Franklin College. 


How to Read a Profit and Loss State- 
ment. By Herbert G. Stockwell. Ron- 
ald Press, New York, 1927. 411 pages. 


$4.50. 

The growing complexity of modern bus- 
iness accompanied by a sharpening in com- 
petition increases the necessity for busi- 
ness men to be thoroughly informed on 
conditions, not only in a given industry but 
specifically in any company in which they 
are interested. 

The business community has learned to 
use other tools of management, but the 
utilization of accounting is still in its in- 
fancy. Witness the development of 
budgets in an increasingly large number 
of progressive companies, and the increase 
in the number of important executive po- 
sitions held by men with a thorough train- 
ing in accounting. This is evidence of a 
decline in the notion that accounting is a 
necessary evil, and its recognition as one 
of the most useful tools of management. 

Accounts furnish the basis for necessary 
operating information and they speak in 
the language of profit and loss statements. 
It should be obvious, therefore, that any- 
one, to secure the maximum benefit from 
this information, must understand the man- 
ner in which it is presented. Because 
relatively few business men have had for- 
mal accounting training there would seem 
to be a real need for a book explaining 
the meaning of profit and loss statements. 

In this book, which is a companion vol- 
ume to his previous work, entitled “How 
to Read a Financial Statement”, Mr. 
Stockwell has attempted to explain the 
language of accounting without going in- 
to the details of philology. The opening 
chapter deals with the various forms of 


323 


profit and loss statements and outlines the 
essentials of practically all such state- 
ments. There follow several chapters 
dealing with various items in the state- 
ment beginning with Gross Sales. No at- 
tempt has been made to set up an ideal 
form of statement, but rather to explain a 
number of different types which are cur- 
rently in use. 

The discussion of Selling and Admin- 
istrative Expenses seems to this reviewer 
to be entirely inadequate in proportion to 
their importance, whereas a considerable 
amount of emphasis has been placed on 
other subjects which seem more properly 
to belong to a thesis on Financial Poli- 
cies. An example of this is Chapter 9 on 
“Distribution of Profits’, in which the 
author explains what in his judgment the 
Board of Directors should do under cer- 
tain conditions. This would seem to be 
outside the logical scope of the book. 

The value of the book is enhanced by 
the fact that throughout the author has 
studiously avoided taking issue on con- 
troversial points, although in the necessary 
explanations certain definite statements of 
principla have been made with which all 
accountants will not agree. For example, 
the author considers Freight on Goods 
Sold to be a deduction in the price of 
goods, whereas there are a great many ac- 
countants who consider Outward Freight 
as a Selling Expense. 

The objective of this book is not en- 
tirely clear. The author states that it is 
adapted particularly to credit men, bankers 
and investors, yet certain parts of the 
book, such as the first few chapters, are of 
general interest, while other parts, such as 
the chapter on “Earnings Over Interest”, 
are of specialized interest. 

I have the feeling that had this book 
been written primarily for operating ex- 
ecutives and secondarily for investors, it 
could have covered a much wider field of 
usefulness. If written from this point of 
view, the essential information could have 
been presented adequately in approximately 
half the space of the present volume. It 
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is not intended to convey the idea that 
this book is without merit; in general the 
author has attempted to cover a very wide 
field and has provided ample illustrations 
in the form of various types of profit and 
loss statements. The concluding chapters 
on “Poor Management Shown in State- 
ments” and “Concealing True Conditions” 
are especially interesting and are well 
worth careful reading. 
W. J. Merritzt, Controller, 
Royal Baking Powder Company. 





Immigration Restriction. By Roy L. 
Garis. Macmillan, New York, 1927. 
376 pages. $4.00. 

No one, of course, can tell the ultimate 
effect of our recent laws on immigration 
restriction. It is highly probable, how- 
ever, that these regulations will have a 
more profound influence on our economic 
and social life than any other legal enact- 
ment, constitutional or otherwise, of the 
past half century. 

The importance of the subject, especially 
since it is continually a live one, more than 
justifies a history of immigration restric- 
tion from its earliest days. This is what 
the author has so well presented in this 
volume. 

One generally thinks of immigration 
regulation in this country as something that 
is comparatively new. Mr. Garis shows, 
however, that the opposition to immigration 
was of early origin and that steps to regu- 
late it date from colonial times. 

The chapter titles are in themselves ex- 
planatory of the contents of this book: 
Colonial Regulation of Immigration; Op- 
position to and Regulation of Immigration, 
1775-1882; Power of Congress over Im- 
migration; Federal Immigration Legisla- 
tion to 1914; Federal Immigration Legis- 
lation, 1914-1821; The Emergency Quota 
Legislation 1921-1924; The Immigration 
Act of 1924; Back to 1890. There are 
also two chapters which deal with Chinese 
and Japanese immigration. 

In the first two chapters the author, 
by frequent quotations from private cor- 
r,espondence, public statements and vari- 
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ous magazine and newspaper articles, gives 
a vivid picture of the early opposition to 
immigration and well proves his statement 
in the first sentence, that “the immigration 
problem is almost as old as immigration 
itself.” 

The colonies passed a number of laws 
restricting or preventing immigration of 
certain classes. These early measures 
gave meager results but were far from 
useless. They were an important factor 
in the development of colonial life and 
have had a real influence on our national 
history. Later the various states also 
passed immigration laws which likewise 
had a definite influence in themselves and 
in the development of our national policy, 
State regulation, while important, was far 
from adequate and this gradually led to 
Federal control. 

In the third chapter Mr. Garis gives a 
most interesting account of the way in 
which Congress, through the constitution 
and various court decisions, finally as- 
sumed full power over immigration. In 
the following chapters he sets forth the 
history of congressional legislation and the 
administration of these laws. 

Congress was slow in the passage of any 
national laws on this subject but the con- 
tinual passage of state laws and resolu- 
tions, the rising tide of immigration and 
the growing public demand, brought about 
a gradual adoption of laws which by de- 
grees increased the number of excluded 
classes, Finally in 1917 illiterates were 
added to those excluded and this law fore- 
shadowed the numerical restriction policy 
adopted in 1921. 

“Immigration Restriction” is a very 
readable work. It is a connected, well 
thought out account of the development 
of our immigration policy. It is the kind 
of work which will interest the casual 
student and at the same time prove of real 
value to those who are more interested in 
this subject—a subject in which we have 
by no means written the final chapter. 

Bryce HAyNEs, 
Industrial Relations Department, 
United States Rubber Company. 
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